Investment Policy
Finance and Management Services

The City of Asheville will demonstrate good stewardship of public funds through an Investment Policy
and Program that is transparent, fiscally conservative, aligned with City Council objectives and in
compliance with all State and local requirements.

Governance

The City of Asheville’s Investment Policy shall be governed by the North Carolina Budget and Fiscal
Control Act, North Carolina General Statute (NCGS) §159, the policies of the Local Government
Commission (LGC), and the direction of the City Council.

Purpose and Scope

The City of Asheville’s Investment Policy applies to the investment activities of the City of Asheville. All
financial assets of the City shall be administered in accordance with the provisions of the Policy. In
addition to the Policy, the investment of bond proceeds and other bond funds (including debt service
and reserve funds) shall be governed and controlled by their governing ordinances and by all regulations
and rulings applicable to the issuance of such obligations.

Objectives
The objectives of the City’s investment activity are, in order of importance, safety, liquidity and yield.

Safety. The primary objective of the City’s investment activity is the preservation of capital in the
overall portfolio. Funds shall be invested according to NCGS §159-30-33. These statutes provide the
authority to invest idle funds and provide the mandatory framework for cash management, reporting
and investment decisions. The statutes outline the investment options open to local governments with
an emphasis on preservation of capital and mitigation of risk. The City will invest in those institutions
collateralized under the Pooling Method, as prescribed under the North Carolina Administrative Code,
Title 20, Chapter 7 (20 NCAC 7). 20 NCAC 7 allows depositories to use an escrow account established
with the State Treasurer to secure the deposits of all units of local governments.

Liquidity. The City’s investment portfolio should remain sufficiently liquid to enable the City to meet
operating requirements that can be reasonably anticipated. Liquidity shall be achieved by maintaining
cash equivalent investment balances, matching investment maturities with estimated cash flow
requirements and by investing in securities with active secondary markets. Funds held for future capital
projects shall be invested in anticipation of projected cash flow requirements.

Yield. The City’s operating portfolio shall be designed with the objective of achieving a market rate of
return through all budgetary, economic and interest rate cycles. The investment program shall seek to
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augment returns above this threshold consistent with prudent investment principles. This objective is
subject to investment risk constraints and liquidity needs as previously stated.

Responsibility and Control

NCGS §159-25(a)6 delegates management responsibility for the investment program to the City’s
Finance Officer (FO). The FO shall establish and maintain procedures for the operation of the investment
program which are consistent with this policy, State statute, the policies of the LGC, and the strategic
plan of the City Council of the City of Asheville. The FO may further delegate authority to persons
responsible for investment activities and transactions and the FO will establish and maintain a system of
controls to regulate the activities of those persons.

In the absence of a FO and those to which he or she has delegated investment authority, the City
Manager or his or her designee is authorized to execute investment activities on behalf of the City of
Asheville.

Authorized Investments

The City of Asheville’s management of cash and investments must comply with the North Carolina
Budget and Fiscal Control Act (NCGS §159) and the policies of the LGC. Funds of the City of Asheville may
be invested in the instruments described below, all of which are authorized by the Act and the LGC.

e Obligations of the United States

e Obligations of US Government Agencies, including, but not limited to:
= Federal National Mortgage Association (“FNMA”)
= Federal Home Loan Bank (“FHLB”)
= Federal Home Loan Mortgage Corporation (“FHLMC”)
= Federal Farm Credit Bank (“FFCB”)

®  Prime quality commercial paper

e Bank certificates of deposit (CDs)

e Liquid deposit accounts

According to the direction of the City Council, the City shall ensure that financial institutions meeting the
following criteria receive full consideration for cash management and investment decision making for
bank certificates of deposit:

a. Institution is collateralized under the Pooling Method (see Safety above)
Institution demonstrates a pattern of community reinvestment aligned with City Council’s
Strategic Plan

c. Institution has physical location(s) within the City of Asheville city limits
Institution provides employment within the city limits

Changes to the governing North Carolina General Statutes and/or the policies of the Local Government
Commission will be considered automatically adopted by the City of Asheville as part of this Investment
Policy. Any such changes will be included as revisions of or amendments to the policy; however, their
implementation by the City is not predicated on inclusion in this document.
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